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CALIFORNIA INFRASTRUCTURE AND ECONOMIC DEVELOPMENT BANK (I-BANK) 

 

BOND AMENDMENT STAFF REPORT 

 

ISSUE:  The South Malt Avenue Corporation (South Malt) requests an amendment to 
certain documents related to the I-Bank’s tax exempt and taxable Variable Rate 
Demand Industrial Development Revenue Bonds Series, (IWorks US, Inc. Project), 
Series A and Series B, respectively, (the “Bonds”).  The amendments will extend the 
maturity date of the Bonds by five years and add a confirming letter of credit as 
additional security for the Bonds. 

 

BACKGROUND INFORMATION:     

On July 22, 2008, the I-Bank approved Resolution 08-20 authorizing the issuance o 
industrial development tax-exempt bonds in an amount not to exceed $1,335,00 and 
taxable bonds in an amount not to exceed $1,865,000 on behalf of The South Malt 
Avenue Corporation.  South Malt leases a manufacturing facility located in the City of 
Commerce to iWorks US, Inc. (iWorks) a corporation that manufactures lighting fixtures 
for various hotel chains and builders. 
 

The proceeds of the I-Bank’s 2008 bonds (2008 Bonds) were used for the acquisition of 
land, construction of a 10,000 square foot manufacturing facility, a 70 car-stall parking 
lot, and acquisition of related manufacturing equipment for iWorks US, Inc.  The 2008 
Bonds are secured by a direct pay letter of credit from City National Bank (LOC).  The 
Staff Report dated July 22, 2008, and a copy of Resolution 08-20 are attached for a 

more complete description of the project and financing structure (see Attachment A). 

 

NEED FOR AMENDMENT:  As a result of steadily increasing interest rates, South Malt 
proposes to strengthen security for the 2008 Bonds by reconfirming the existing LOC 
and adding a confirming letter of credit from the Federal Home Loan Bank of San 
Francisco. The additional security is expected to result in substantial interest rate 
savings due to the upgrade in credit rating.  Standard & Poor’s is expected to assign the 
bonds a credit rating of “AAA/A-1+” based on the City National Bank LOC and the 
confirming LOC from the Federal Home Loan Bank of San Francisco.  Amendments to 
the Indenture, Loan Agreement, and supplements to the Official Statement are 
necessary to add a confirming LOC from the Federal Home Loan Bank of San 
Francisco and to extend the maturity date five years from 2038.  The extension of the 
maturity of the bonds requires bondholder consent and results in the reissuance of the 
tax exempt 2008 Bonds for tax purposes.  A new TEFRA hearing was conducted on 
October 23, 2009.  Because the proposed amendments require bondholder consent, 
they do not fit within the scope of the Executive Director’s existing delegated authority, 
established by Resolution 08-35.  
 

RECOMMENDATION:  Staff recommends approval of Resolution 09-43 authorizing the 
addition of security and extension of maturity date for the California Infrastructure and 
Economic Development Bank’s taxable and tax-exempt Variable Rate Demand 
Industrial Development Revenue Bonds (IWorks US, Inc. Project), Series 2008 A and 
Series 2008B. 
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ATTACHMENT A 

July 22, 2008 Staff Report and Resolution 08-20 
 

EXECUTIVE SUMMARY 

Applicant:  The South Malt Avenue Corporation (South Malt) 

 

Amount 

Requested: 

Not to exceed  

$3,200,000 

Project 

User: 

iWorks US, Inc., (iWorks) manufactures lighting 
fixtures for various hotel chains and builders.  

Date of Board 

Meeting: 

July 22, 2008 

Resolution 

Number: 

08-20 

Type of Bonds: New Issue 

Project 

Site: 

2501 South Malt Avenue, Los Angeles, CA  90040 

 

Prepared by:  Tara Dunn and  

Andrea Kennedy 

Project 

Description

: 

The project (Project) involves the acquisition of adjacent land, construction of an additional 
10,000 square foot manufacturing facility, an additional 70 car-stall parking lot, and 
acquisition of related manufacturing equipment for iWorks US, Inc. 

Uses of 

Bond 

Proceeds: 

Bond proceeds (Bonds) will be used to finance the cost of the Project and pay issuance 
costs. 

Public 

Benefits: 

 An estimated 43 new positions will be added within two years of completion of the Project, 
which is expected to occur in March or April 2009.   

 The Project is located in the City of Commerce, with an unemployment rate of 172% of 
the state average, poverty rate of 171.7% of the state average and median family income 
of less than 69.1% of the statewide average. 

Financing Structure: 

Type of Issue: Publicly-offered, variable rate demand bonds issued in minimum 
denominations of $100,000 or any multiple of $5,000 in excess thereof. 

Tax Status:  Series A:  Tax-exempt industrial development revenue bonds. 
 Series B:  Taxable bonds. 

Term:   25 years. 

Credit Enhancement: Direct-pay letter of credit from Comerica Bank*. 

Credit Rating: Expected A+/F1 by Fitch Ratings, Inc. based upon the credit rating of 
Comerica Bank.  

* Or a direct-pay letter of credit issued by any other commercial bank or other financial institution rated not less than A 
by Moody’s Investors Service, Fitch Ratings or Standard & Poor’s Ratings Services. 

Est. Sources of Funds: 
Series A Bonds 
Series B Bonds 
Equity contribution 

TOTAL SOURCES 

 
$1,335,000 
1,700,000 

132,010 
 

$3,167,010 

Est. Uses of Funds: 
Project Costs 
Refinance of Taxable Debt 
Costs of Issuance 
 

TOTAL USES  

 
      $1,328,300 

1,700,000 
138,710 

 

$3,167,010 

Financing Team: 

Bond Counsel: 

Financial Advisor: 

Underwriter: 

Trustee:  

 
Kutak Rock LLP 
Access to Capital LLC 
Comerica Securities 
Wells Fargo Bank, NA 

Staff Recommendation: 
Staff recommends approval of Resolution 08-20 for an amount not to exceed $3,200,000 for The South Malt 
Avenue Corporation and/or a related party. 
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APPLICANT  BACKGROUND AND HISTORY 

 
The South Malt Avenue Corporation (South Malt) and iWorks US, Inc. (iWorks) were incorporated in 
California on September 2, 1999, and December 5, 1988, respectively, and are solely owned by Robert 
Eric Dortch.  South Malt leases a manufacturing facility located in the City of Commerce to iWorks. 
 
iWorks manufactures lighting fixtures for various hotel chains and builders including Marriott Hotels, Wynn 
Hotels, Benjamin West, and Bertino.  The 115,000 square foot facility possesses an environmentally 
green finishing system that operates on conveyor and has the ability to process both baked enamel and 
powder coat.  iWorks’ metal fabrication department features a full-blown machine shop with the ability to 
produce individual prototypes as well as high-volume production runs.  Its wiring department is UL 
Certified and performs 100% continuity tests on all electrical fixtures before leaving the facility. 
 
 iWorks manufactures products offered through four divisions as described below: 
 

 
 

iContract 
iContract began in March 2007, as a way to showcase iWorks’ diverse custom 
manufacturing abilities that have evolved over the years.  Through iContract, 
designers can work with iWorks design team to incorporate various materials into 
custom lighting and furniture elements. 

 
 

International Ironworks 
The International Ironworks division was founded in 1989 and originally offered 
architectural railings and complimentary tables, with lighting added later to the 
product mix.  This division offers products featuring old world craftsmanship of hand-
forged iron including chandeliers, pendants, sconces and metal furniture. 

 
 

Sirmos 
Acquired in 2005, Sirmos was originally founded in New York in 1972 and was widely 
known in the design industry for its ability to produce various shapes and colors of 
cast resin light diffusers, complex designs and craftsmanship through in-house 
sculpting, molding, casting, metalwork and finishes.  Sirmos’ lighting designs have 
been used to outfit hospitality, commercial, retail and residential interiors. 

 
 

Ludo Lamp 
Ludo Lamp offers aggressively priced table lamps and wall lighting primarily for 
guestrooms and corridors.  Some of the lighting for this division is manufactured at a 
facility in China.  All division imported product is inspected and tested at the iWorks 
facility in order to maintain quality control and eliminate any problems before delivery.  
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PROJECT DESCRIPTION 

 
Proceeds of the proposed financing (Bonds) will be used to finance the acquisition of an 18 foot wide and 
494.5 feet deep strip of land which abuts the current manufacturing facility and construction of 
approximately 10,000 square feet of additional manufacturing space and related facility improvements 
(see Appendix A – Facility Pictures), as well as the acquisition and installation of related manufacturing 
equipment (Project).  The new equipment will include various automated packing robotics and various 
metal fabrication equipment, including break presses. 
 
Bond proceeds will also be used to refinance existing taxable debt and pay issuance costs. 
 
The Project is currently under construction and is expected to be complete in April 2009.  Upon 
completion, the Project is expected to enable iWorks to expand its manufacturing operations and increase 
its production efficiency. 
 

FINANCING STRUCTURE 

 
South Malt and/or a related party is requesting the issuance of the Bonds as variable rate tax-exempt and 
taxable bonds in an aggregate amount not to exceed $3,200,000.  Payment of principal and interest on 
the Bonds will be enhanced by a direct-pay letter of credit from Comerica Bank or other commercial bank 
or other financial institution rated not less than A by Moody’s Investors Service, Inc. (Moody’s), Fitch 
Ratings (Fitch) or Standard & Poor’s Ratings Services (S&P).  The Bonds are expected to be rated A+/F1 
by Fitch based upon the long and short-term credit ratings of Comerica Bank. 
 
While the I-Bank’s policy for conduit revenue bonds state that conduit bonds bear a long-term rating of 
least A from either Moody’s and/or S&P, staff believe the rating from Fitch is consistent with the intent of 
the rating policy, and that a sole rating from Fitch at the equivalent minimum level of an A rating is 
acceptable.  While not rating the Bonds, Moody’s and S&P currently rate Comerica Bank’s long term 
senior debt at A1 and A+, respectively. 
 
The Bonds shall constitute a special obligation of the I-Bank, payable solely from revenues or other 
sources provided for under one or more loan agreements between the I-Bank and South Malt and/or a 
related party.  Neither the faith and credit nor the taxing power of the I-Bank, the State or any political 
corporation, subdivision or agency of the State will be pledged to the payment of the principal of, premium, 
if any, or interest on, the Bonds, nor shall the I-Bank the State or any political corporation, subdivision or 
agency of the State shall be liable or obligated to pay the principal of, premium, if any, or interest on, the 
Bonds.   



 

6-5 

 CALIFORNIA DEBT LIMIT ALLOCATION COMMITTEE SCORING/PUBLIC 

BENEFITS 

 

SCORING 
 

EVALUATION SCORING  

Point Criteria Maximum 

Points Allowed 

Points Scored 

Community Economic Need:  
1. Unemployment Rate of 

Project Area 

10 5 

2. Poverty Rate of Project Area  5  5  

3. Special Designation Area  5  0  

4. Median Family Income of 
Project Area  

5  5  

Job Creation Ratio (1/$31,046)  25  25 

Welfare to Work Program 
Participation  

5  0  

Employee Benefits  5  3 

Average Hourly Wage  5  5 

Land Use  5  0 

Transit Corridor  5  5  

Energy Efficiency  5  0 

Leveraging  5  5 

Total Points  85  58 

 

DESCRIPTION OF PUBLIC BENEFITS 

 

 Distressed community location: 
The Project is located in the City of Commerce, where the unemployment rate is 172% of the state 
average, the poverty rate is 171.7% of the state average and the median family income is 69.1% of 
the statewide average. 
 

 Total number of new jobs to be created and jobs to be retained within two years of project 

completion: 
iWorks currently employs 129 individuals in California and expects to hire an additional 43 employees 
within two years of Project completion as noted below: 

 

 Jobs Created Jobs Retained  

Management:  8 N/A 

Skilled:  18  N/A  

Semi-skilled:  0  N/A  

Unskilled: 17 N/A  

TOTAL  43 N/A  
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OTHER PROJECT DATA 

 

PERMITS AND APPROVAL 

Obtained? 
 

 NO  YES, Describe: 

TEFRA 

Date of TEFRA: 
 

May 23, 2008 

Publications: 
 

The Sacramento Bee 
Los Angeles Daily Journal 
Daily Commerce 

Any Oral/Written Comments: 
 

 NO  YES, Explain: 

LEGAL QUESTIONNAIRE 

Completed?  NO  YES 

Legal Issues?  NO  YES, Explain: 

ELIGIBILITY REVIEW 

Applicant and Project meet all 
of the I-Bank eligibility criteria? 

 YES  NO 

1. Project is in the State of California. 
2. South Malt is capable of meeting the 

obligations incurred under relevant 
agreements. 

3. Payments to be made by the South Malt to the 
I-Bank under the proposed financing 
agreements are adequate to pay the current 
expenses of the I-Bank in connection with the 
financing and to make all the scheduled 
payments. 

4. The proposed financing is appropriate for the 
Project. 

INDUCEMENT CERTIFICATE 

Completed? 
 

 NO  YES Certificate No.:  C-08-0001 

 N/A    Date:  April 29, 2008 

 

RECOMMENDATION 

 
Staff recommends approval of Resolution 08-20 for an amount not to exceed $3,200,000 for The South 
Malt Avenue Corporation and/or a related party.  
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APPENDIX A – Facility Pictures 

 

iWorks Facility located at 2501 South Malt Avenue. 
 

 
 

East side of the Facility where adjacent land is being purchased and parking will be expanded. 
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Area where the warehouse will be expanded. 
 

 
 

Inside the iWorks’ Facility. 
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